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BUSINESSMEN IN GOVERNMENT 


TTACKS on the Eisenhower administration as a busi- 
nessman’s government—opened with the President’s 
first cabinet appointments—are expected to have an impor- 
tant place in Democratic campaign strategy for next year’s 
elections. Recent statements by prominent Democrats indi- 
‘ate that their party will bear down hard on the conflicts of 
interest allegedly created by liberal use of big businessmen 
in government posts. ' 


The October number of the Democratic Digest, official 
publication of the Democratic National Committee, accused 
the administration of putting “in one important position 
after another ...men... whose lives... have been spent 
advancing the interests of their firms and industries” and of 
giving them “the chance to shape governmental policy to 
their business point of view.” Former President Truman, 
at a Democratic rally in Albany, N. Y., Oct. 7, spoke of “‘gov- 
ernment by special-privilege people.” 


Secretary of Commerce Weeks had said earlier that those 
attacking use of businessmen in government were in fact 
opposed to almost all policies of the Eisenhower administra- 
tion. “This is an attack on the free enterprise system by 
people who simply don’t believe in the things this adminis- 
tration believes in.” * 


CRITICISM OF CABINET AND AGENCY APPOINTMENTS 


Charges that the administration is dominated by big busi- 
ness were first heard in January 1953 when fear of possible 
conflicts of interest caused the Senate to delay approval of 
Defense Secretary Wilson, former Deputy Secretary Kyes, 


‘Democratic senators stressed the conflict-of-interest theme on the Sen- 
ate floor on the closing day of the 1955 session of Congress Humphrey 
(Minn.) spoke of “too much violation of the confiict-of-interest statutes.” 
Morse (Ore.) said the administration has “not protected the American people 
from the conflict of interest on the part of many of its nominees.’ Lehman 
(N.Y.) referred to the “steady takeover of key government positions by 
persons representing . . . special interests.” 


* Remarks by Weeks at a press conference Aug. 11, 1955 
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and former service secretaries Talbott and Stevens until 
they had agreed to dispose of their stock holdings in cor- 
porations doing business with the government. 


Implications of conflicting interests nearly blocked con- 
firmation of Albert C. Beeson as a member of the National 
Labor Relations Board in February 1954. More recently 
political opponents of the administration have charged that 
other federal regulatory agencies are “captives” of business 
interests. “Business influence in government,” according to 
the October Democratic Digest, “has reached its peak in the 
supposedly ‘independent’ regulatory commissions.” 


Sen. Lehman in a Senate speech, Aug. 2, sharply criticized 
the President’s “tendency to put big businessmen on regula- 
tory bodies which have the public responsibility of regu- 
lating big business.” He said: 


The independent, quasi-judicial boards, commissions, and agencies 
established to police the various sectors of our economic life 

are being assiduously manned by individuals lately engaged in the 
very industries which the law intended to be policed by these 
ayencie The poli ed have become the police The regulated 


have become the regulator The judged have become the judges. 


Lehman protested the naming of Harold C. Patterson, a for- 
mer stock broker, to the Securities and Exchange Commis- 
sion. As examples of other men formerly affiliated with 
business interests who had been appointed to various regu- 
latory bodies, he named Edward F. Howrey, until recently 
chairman of the Federal Trade Commission, George C. Mc- 
Connaghey, chairman of the Federal Communications Com- 
mission, and Guy C. Farmer, chairman of the National 
Labor Relations Board. 


REPERCUSSIONS OF TALBOTT AND WENZELL CASES 


Hearings before the Senate Permanent Investigations 
subcommittee in July 1955 disclosed that Air Secretary 
Harold E. Talbott had solicited business from his Pentagon 
office for a private firm in which he had kept a partnership. 
About the same time a Senate Judiciary subcommittee 
headed by Sen. Kefauver (D-Tenn.) publicized the double 
role of Adolphe H. Wenzell as an investment firm official 
and Budget Bureau consultant in Dixon-Yates power con- 
tract negotiations. 


Talbott’s resignation was accepted by the President Aug. 
He wrote the Air Secretary that his decision to resign 
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had been the “right one.’””’ Wenzell had not worked for the 
government since the spring of 1954. Legal experts doubted 
that there had been any violation of law by either Talbott or 
Wenzell,* but Kefauver directed the attention of the At- 
torney General to Wenzell’s “dual role . . . involving con- 
flict of interest.” And Chairman Strauss of the Atomic 
Energy Commission wrote Sen. Anderson (D-N. M.), chair- 
man of the Joint Committee on Atomic Energy, Oct. 7, that 
settlement of claims resulting from cancellation of the 
Dixon-Yates contract was being held up because there 
might be a question of the contract’s validity. Strauss said 
A.E.C. was “studying the potential effects upon the contract 
of the question of possible conflict of interest and public 
policy” brought out in the Senate Judiciary subcommittee 
hearings. 


Whatever the outcome of the A.F.C. study, the Wenzell 
case and the Talbott case, taken together, have provided ad 
ministration critics with their most telling arguments to 
date against use of businessmen in government. Sen. 
Humphrey (D-Minn.) said in the Senate, Aug. 2, that the 
administration found itself in a “very difficult position [in 
the Talbott case] because it did not adhere to the 


conflict-of-interest statutes.” And in an interim report, 
Aug. 22, Kefauver wrote: 


The executive branch ... is using scores of consultants, advisors, 
and full-time personnel who continue their private connections and 
at the same time serve the government—some with and some with 
out compensation. The vast majority of such government servants 
will, on their own initiative, avoid every situation which might 
raise any question of conflict between their work and recommenda 
tions as public servants and their private interests. Others are 
not so strong and upright. 


Kefauver concluded, however, that “all are in a position to 
benefit their private firms ... by broad policy recommenda- 
tions and frequently by work on specific deals, as in the 
case of Mr. Adolphe H. Wenzell of First Boston Corpora- 
tion.” 


OBJECTIONS TO W.O.C.’s; DEFEAT OF PROPOSED BAN 


Without-compensation employees (w.o.c.’s) usually serve 
at Washington from six to nine months and continue to re 


* President Eisenhower said at a news conference four days before accepting 
Talbott’s resignation that he did not believe any man could “properly hold 
public office merely because is not guilty of an illegal act.” Actions of a 
public servant had to be “impeccable, both from the standpoint of law and 
from the standpoint of ethics.” 


nor 
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ceive salaries from their regular employers while on loan to 
federal agencies. Sen. Morse told a Senate Banking sub- 
committee, June 20: “We find one highly responsible posi- 
tion after another occupied by . . . w.o.c.’s instead of by 
full-time government employees who have cut their connec- 
tion with any particular company.” 


During the summer, five congressional committees held 
hearings concerned in one way or another with w.o.c.’s; 
a House Judiciary subcommittee under Rep. Celler (D- 
N.Y.) resumed hearings on that subject the last week in 
October. In addition, the Department of Justice has con- 
ducted its own study of without-compensation personnel. 
Assistant Attorney General Barnes told the House subcom- 
mittee, Aug. 4, that Justice was giving special attention to 
use of w.o.c.’s as government representatives on industry 
advisory committees.‘ 


A Democratic attempt to block further use of without- 
compensation employes in administrative or policy-making 
positions, except in time of war or national emergency, was 
defeated at the 1955 session of Congress. The Senate Bank- 
ing Committee had recommended inclusion of such a pro- 


hibition in the bill extending the Defense Production Act. 
However, the Senate by a one-vote margin adopted a substi- 
tute by Capehart (R-Ind.) providing that while w.o.c.’s 
might still be appointed to administrative positions they 
“shall, when policy matters are involved, be limited to ad- 
vising full-time, salaried government officials who are re- 
sponsible for making policy decisions.” The Capehart sub- 
stitute remained in the bill as sent to the President just 
before Congress adjourned,’ and as signed by him on Aug. 9, 
1955. 


The 1955 extension was only for one year—until June 30, 
1956—+so that the whole w.o.c. controversy is subject to re- 
opening when Congress considers legislation for a further 
extension of the Defense Production Act at its 1956 session. 


*A Department of Justice survey had shown more than 1,000 industry advisory 
groups in operation, of which nearly 600 were in the Commerce Department 
and about 200 in Defense 


* During Senate debate on July 19, Capehart said: “We do not wish to write 
ich language as would surround the w.o.c.’s| with so many laws, rules, 
and regulations that we would not get the benefit of their services.” Secretary 
Weeks had told the House Banking Committee, July 6, that the proposed lim!- 


tations On use of w.o.c.’s would “cripple the effective administration of the 
| Defense Production] act.’ 





Unpaid Experts in Government Service 


AUTHORITY for use of unpaid experts by government 
agencies concerned with the mobilization program was 
granted by the Defense Production Act of 1950. Section 
710(b) of that act provided that the President may employ 
“persons of outstanding experience and ability without com 
pensation.” ® The President’s authority was delegated by 
an executive order of Nov. 21, 1950, to the heads of various 
federal agencies. 


In mid-1955 a total of 338 w.o.c.’s were at work under 
authority of the act and the 1950 executive order. Of these, 
47 were serving in operating (as opposed to advisory or 
consultative) positions and 291 served as consultants 
Most of these men were working on a part-time basis. Al- 
though making up only a small proportion of the total num- 
ber of without-compensation employees, this is the group 
that has been subjected to greatest criticism." 


In general, persons serving the government without com 
pensation are still considered “employees” of the United 
States and as such must take the usual oath of office and 
sign the affidavits required of all civil servants. “Being ‘offi- 
cials and employees’ of the federal government, in the ab- 
sence of specific exemption, they come within the entire 
network of statutes, rules, regulations, and procedures gov 
erning all federal personnel.” *® However, w.o.c.’s and paid 
consultants appointed under the Defense Production Act 
are exempt (with certain important exceptions) from the 


conflict-of-interest statutes.’ Others working for the gov 


ernment without pay, such as selective service board per 
sonnel, are subject to those statutes. 


* Persons appointed under Sec. 710(b) are entitled, however, to receive trans 
portation and up to $15 a day in Neu of subsistence Hearings on the 
which became the Defense Production Act indicate that the w.o.c. authoriza 
tion was inserted at the suggestion of the then Secretary of Commerce, Char 
Sawyer 

In addition, 174 paid experts and consultants were working under S« 
of the Defense Production Act, which authorizes employment of persons 
may be compensated at rates up to $50 a day and who are entitled t« 
portation and $15 subsistence per diem 

*Of a total of 101,000 w.o.c.’6 on government rolls at mid-year, 40,000 were 
selective service board personnel, 43,000 were volunteers in Veterans Administ: 
tion hospitals, and 6,000 were unpaid Weather Bureau observers.—Figures 
woc, employment taken from testimony of Chairman Philip Young of ‘ 
Civil Service Commission before House Judiciary subcommittee, Au 4, 1955 

* Paul G. Dembling and Herbert E. Porrest, “Government Service and Privat 
Compensation, Part II,"’ George Washington Law Review, January 1952, ; 


“For summary of conflict-of-interest statutes and exceptions to general 
W.0.c. exemption, see pp. 742-743 
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Conditions governing the appointment of Defense Pro- 
duction Act w.o.c.’s, as spelled out by President Truman in 
the 1950 executive order, were incorporated in the act it- 
self when renewed this year. Agency heads must take steps 
“to avoid ... any conflict between the governmental duties 
and the private interests of . .. [w.o.c.] personnel.” Oper- 
ations under the act are to be carried out, “so far as pos- 
sible,” by full-time, salaried employees of the government, 
and w.o.c. appointments must be to “advisory or consulta- 
tive positions only.” ™' 


Appointments to other than advisory or consultative posi- 
tions may be made “only when the requirements of the posi- 
tion are such that the incumbent must personally possess 
outstanding experience and.ability not obtainable on a full- 
time, salaried basis.” Agency heads must certify in writing 
that the appointment is necessary, that the duties of the 
position require outstanding experience and ability, that the 
agency has been unable to obtain a full-time, salaried per- 
son with the necessary qualifications, and that the appointee 
has the experience and ability required. 


RELIANCE ON INDUSTRY-PAID EXPERTS IN EMERGENCIES 


Government reliance on without-compensation employees 
is greatest in times of war and national emergency. Such 
times give rise to production and allocation problems that 
require the “know-how” of industrial experts. The Agri- 
culture and Interior departments were assisted by several 
hundred so-called special collaborators prior to World War 
I, but employment of unpaid experts during an emergency 
was first sanctioned by the National Defense Act of 1916. 
Authorizations contained in that law were used extensively 
in the first World War to staff the War Industries Board. 


When World War II broke out, Congress granted author- 
ity in a 1940 appropriations act to employ persons of “out- 
standing experience and ability at a compensation of $1 per 
annum.” Authority for hiring w.o.c. personnel was pro- 
vided by another appropriations act later that year." 
Throughout the war, federal production and control agen- 
cies relied heavily on businessmen who served without regu- 

“Rep. Celler testified before a Senate Banking subcommittee last June 21 


that Commerce Department officials had “expressed a preference and an avowed 


policy of hiring w.o.c.’s, notwithstanding the availability of government per- 
sonnel on a paid basis.’ 


“Chief difference between dollar-a-year men and w.o.c.’s was that the former 
worked full time, the latter only part time 
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lar government salaries. The number of w.o.c.’s and dollar- 
a-year men in the War Production Board reached a peak 
of 865 in 1943. Strongest criticism of use of such person- 
nel in the war effort came from the Senate (Truman) In- 
vestigating Committee. Chairman Truman agreed, however, 
that his committee would not interfere with the policy of 
utilizing dollar-a-year men in view of W. P. B. Chairman 
Donald Nelson’s insistence upon their indispensability. But 
after the war, Truman, by then President, ordered quick 
abandonment of that policy. 


Renewed authority to employ without-compensation em- 
ployees was granted by the 1950 Defense Production Act, 
during the Korean war. By September 1951, military and 
emergency agencies of the government had enlisted the serv- 
ices of 876 w.o.c.’s.™ 

Defenders of the practice of employing unpaid experts 
and advisors maintain that the outstanding record of the 
w.o.c.’s far outweighs complaints that they may be in posi- 
tion to use their government posts to gain advantages for 
themselves or their firms. Congressional appraisals of 
w.o.c.’s more than once have lauded their self-sacrifice, 
competence, and honesty. Secretary Weeks told the House 


Banking Committee last July 6 that he knew of “no single 
case where any w.o.c. employed by B.D.S.A. [Business and 
Defense Services Administration of Commerce Depart 
ment] ... has been guilty of even the slightest impro- 
priety.””'* 


Even members of Congress otherwise opposed to use of 
w.o.c.’s acknowledge that there may be need of them in 
emergencies. Sen. Fulbright (D-Ark.), chairman of the 
Senate Banking Committee, said in Senate debate on July 
19: “In time of war or full mobilization, patriotic incentives 
reduce ... [the] danger of conflicting interests to the 
minimum. Industry-paid employees are just as anxious to 
win a war as full-time, salaried government employee 
In such circumstances, Fulbright said, the costs of using 
industry-paid employees—‘“in terms of whatever improper 

. actions may have resulted in a small proportion of .. . 
cases”—were far outbalanced by the real necessity of using 
them. 


4 Bee “Ethics in Government,” £.R.R., Vol IT 1951, pp. 841-842; “Good Men for 
Government,” Z£.R.R., Vol. Il 1952, pp. 749-753 


“A House Judiciary subcommittee reported in 1951 that although it believed 
employment of w.o.c.’s should be kept to a minimum, it had discovered “no 
instances where such personnel conducted themselves with other than the 
utmost selflessness and honesty." 
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DISAPPROVAL OF W.O.C. SYSTEM IN TIME OF PEACE 


Many members of Congress hold that large-scale use of 
without-compensation personnel in time of peace cannot be 
justified. Fulbright told the Senate that whereas conditions 
in 1941 and 1950 “demanded use of industry-paid em- 
ployees,” the year 1955 saw a “very different situation’”— 
and one that might last for 10 or 20 years. “In other words, 
the need for these .. . employees is reduced to a minimum, 
and the danger that private interests will outweigh the pub- 
lic interest is greatly increased.” This point had been re- 
peatedly emphasized by other members of Congress who 
oppose the without-compensation system. 


Rep. Celler testified before a Senate Banking subcommit- 
tee, June 26, that the w.o.c. has a “dual loyalty’’—to the 
government and to his private employer. Rep. Patman (D- 
Tex.) said that expecting industry-paid employees in gov- 
ernment service not to disclose “‘what is going on” to their 
employers was “expecting too much.” 

If they are human beings, they are loyal. To whom will they be 
loyal to the government, to whom they feel they owe little re 
ponsibility, o1 to their employer, for whom they have worked 
over a long period of years ...and... [expect to work] a much 
longer period of time? It does take any particular sense to 
realize that their greatest allegiance ... [is] to their employer. 


The Truman Investigating Committee reported in 1942 
that, even when industry-paid employees were not allowed 
to pass upon contracts involving their own companies, their 
firms still obtained “very substantial” benefits from the 
practice of lending employees to the government. 


The men so loaned... are... in a much better posi- 
tion than the ordinary man in the street to know what type of con- 
tracts the government is about to let and how their companies may 
best proceed to obtain consideration. They also are in an excellent 
position to know what shortages are imminent and to. advise’ their 
companies on how best to proceed, either to build up inventories 

or to apply for early consideration for priorities. ... In addi- 
tion, such men are frequently close personal! friends of the dollar-a- 
year and w.o.c. men who do pass upon the contracts in which their 
companies are interested. 

These are only a few of the advantages which large companies 
have obtained from the practice, and it should be especially noted 
that they are the very same ones which the small and intermediate 
businessmen attempt to obtain by hiring people who they believe 
have inside information and friends on the inside who could assist 
them in obtaining favorable consideration for contracts. Therefore 
in a very real sense the dollar-a-year and w.o.c. men can be termed 
“lobbyists.” 
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The basis of another objection to use of certain without- 
compensation employees was noted by Sen. Morse, July 19, 
when he told the Senate there were indications that such 
personnel were being used not only for defense purposes but 
for general purposes as well. The Defense Production Act 
authorizes use of w.o.c.’s only “to the extent ... necessary 
...tocarry out... [its] provisions.” At a Senate Banking 
subcommittee hearing, June 27, on extension of that act, 
Sen. Capehart’s questioning of Deputy Administrator Hor 
ace B. McCoy of the Business and Defense Services Ad- 
ministration brought out that the w.o.c.’s in B.D.S.A. oc 
casionally did deal with other than emergency matters. But 
a 1953 opinion of the Commerce Department general coun 
sel held that a w.o.c. hired under the Defense Production 
Act need not be limited to participation in matters relating 
to national defense. 


B.D.S.A., in which about one-half of the Defense Produc- 
tion Act w.o.c.’s are employed, has been a pring ipal target 
in the current controversy. Established in October 1953, 
it is responsible for carrying out Commerce Department 
programs relating to current defense production, long-range 
industrial preparedness, and service to the business com 
munity. B.D.S.A. activities on the defense-mobilization 
front are carried out by 25 industry divisions (e.g., auto 
motive, copper, electronics). ‘To be effective in this work,” 
Secretary Weeks told the House Banking Committee, July 
6, “it is essential that the divisions be headed by persons 
with intimate knowledge of the industries concerned.” 


Another target of criticism is the Business Advisory 
Council of the Department of Commerce, first organized by 
Secretary Roper in 1933 and now composed of 60 business 
leaders all of whom serve without compensation. The coun- 
cil acts as a clearing house on governmental matters affect 
ing business and, at periodic meetings, advises the secretary 
on the general economic situation. 


The B.A.C. has been attacked by opponents of the w.o.c. 
system as a “built-in business lobby.” Secretary Week 
said, Oct. 21, that its establishment was “one of the good 
things the Democrats did” during their 20 years in control 
of the government. He has refused, however, to submit 
B.A.C. files for examination by congressional committees on 
the ground that they are confidential papers of the Execu 
tive Branch. 
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FOR MANY YEARS the United States has had in its 
Criminal Code a group of laws, some of them more than a 
century old, to ensure observance of ethical standards by 
officers and employees in the regular federal establish- 
ment. The so-called conflict-of-interest statutes '° were de- 
scribed by Sen. Fulbright in his Senate speech, July 19, as 
“an attempt to write into ... law the concept that public 
office is a public trust, an attempt to express in law the 
principle that no man can serve two masters.” 


The basic restriction is contained in Section 1914 of the 
U.S. Code, which provides that no federal employee or offi- 
cial, unless excepted by law, may take a private salary in 
connection with his government work, under maximum pen- 
alty of $1,000 and/or six months imprisonment. Sec. 434 
specifies that no one may act as a federal agent in business 
transactions with any firm in which he is directly or in- 
directly interested, under maximum penalty of $2,000 fine 
and/or two years in prison. 


Sec. 281 forbids acceptance by federal personnel of pay 
for services rendered private parties before a government 
agency in any matter in which the United States has a direct 
or an indirect interest.'° And Sec. 283 states that govern- 
ment employees may not, under penalty of $10,000 fine 
and/or one year imprisonment, prosecute, or aid the prose- 
cution of, any claim against the United States." 


Various other sections of the Criminal Code (1) prohibit 
collectors or disbursers of federal revenues from carrying 
on trade in federal or state securities, (2) forbid disclosure 
by government employees of confidential economic informa- 
tion, (3) prohibit speculation by federal personnel on com- 
modity exchanges on the basis of confidential data on crop 
prospects. Several specific acts—for example, the Merchant 
Marine Act of 1936—limit the private activities of persons 
working in the agencies administering those acts. 


“ Sections 281, 283, 284, 434, and 1914 of Title 18 of the U.8. Code and Sec. 
190 of the Revised Statutes 


“ The prohibitions of Sec. 281 have been said to be “so broad as to encompass 
not only the prosecution of claims, but any and all services to a private client 
or employer for compensation before a department of the government.”—Paul 
G. Dembling and Herbert E. Forrest, “Government Service and Private Com- 
pensation,”’ George Washington Law Review, December 1951, p. 195 

‘The other so-called confiict-of-interest laws, Sec. 284 of Title 18 and Sec 
190 of the Revised Statutes, relate to actions of former government employees 
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A number of government departments have issued codes 
of conduct that place further restrictions on outside busi- 
ness activities of their employees. The latest of these was 
issued by the Department of Commerce, Aug. 22, in the 
form of a departmental order. Stressing the particularly 
close relation between the Commerce Department and the 
business community as a special reason for strict propriety, 
the order imposed a dozen specific limitations on private 
business activities of the department’s officers and em- 
ployees. 


EXEMPTIONS AND RESTRICTIONS APPLYING TO W.O.C.’s 


To enlist the services of without-compensation employees 
for the defense-mobilization program, Congress believed it 
necessary to exempt them from the conflict-of-interest stat- 
utes governing the conduct of other federal employees. 
However, the executive order of 1950 and the 1955 amend- 
ments to the Defense Production Act impose certain re- 
strictions on activities of w.o.c.’s in the form of exceptions 
to the general exemption. Secretary Weeks noted before the 
Senate Banking subcommittee last June that the exceptions 
made w.o.c.’s subject to prohibitions and penalties “‘sub- 
stantially similar” to those set forth in the conflict-of-inter- 
est statutes. 


Under the exceptions, the exemption does not extend to: 
(1) Negotiation or execution of government contracts with 
the appointee’s private employer or any business in which 
the appointee may have an interest; (2) applications for 
government relief or assistance made by the appointee’s 
private employer or by any enterprise in which the ap- 
pointee has any interest; (3) prosecution of claims against 
the government involving matters for which the employee 
has responsibility—this prohibition continuing for two 
years after employment; (4) receipt or payment of salary 
for the appointee’s government service from anyone except 
the appointee’s private employer at the time of appointment 
to his government job. 


One device to minimize the danger of conflicts of interest 
is the requirement that appointees to certain federal posts 
reveal their private financial holdings. Senate committees 
generally have been requiring, as a condition of confirma- 
tion, that nominees for major executive positions make such 
disclosures. A Senate Labor subcommittee headed by Sen. 
Douglas (D-Ill.), after conducting an extensive study in 
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1951 of ethics in government, recommended legislation to 
require all federal officials paid $10,000 or more a year, and 
w.o.c.’s of equivalent rank, to disclose their assets, liabili- 
ties and sources of income annually, and their dealings in 
securities and commodities semiannually. 


Congress has taken no action to put the Douglas recom- 
mendation in force, but in extending the Defense Production 
Act last August it did incorporate a modified disclosure 
provision. A w.o.c. appointed under that act must file a 
statement for publication in the Federal Register giving the 
names of any corporations of which he is, or has been in 
the preceding 60 days, an officer, director, or owner of any 
substantial interest. Also, he must list any business enter- 
prise in which he is, or has been in the preceding 60 days, a 
parner or part owner. Every six months thereafter, he 
must indicate any changes in such interests. 


Senate and House conferees had first agreed on a more 
comprehensive disclosure provision. It would have required 
w.o.c.’s to file with heads of their agencies and the congres- 
sional Joint Defense Production Committee statements list- 
ing the amount and sources of all income in excess of $100 
received the preceding year and all assets and liabilities 
owned alone or jointly with their wives. Original state- 
ments would have had to be brought up to date each three 
months. Sen. Capehart called this requirement “ridicu- 
lous, un-American, and suggestive of the police state”; at 
his urging, the Senate on Aug. 1 rejected it by a two-vote 
margin. Both houses accepted the modified provision out- 
lined above on the next day. 


AUTHORIZATION OF NEW EXECUTIVE RESERVE CoRPS 


Dissatisfaction with the government’s forced reliance on 
businessmen who work for comparatively short periods, 
either as salaried officials or as unpaid employees, has led 
some members of Congress to propose changes in federal 
personnel policies which would enable the government to 
train and retain its own full-time experts. 


Sen. Morse, in a Senate speech on July 19, urged greater 
reliance on civil servants in the sort of positions currently 
filled by unpaid experts: “If the position is so important to 
the public interest that we must have a special individual 
to man it,” he said, “then it warrants our providing a full- 
time, salaried government employee to fill it.” And Rep. 
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Patman told the House ten days later: “It is time for the 
government to be training its own career men to fulfill the 
responsibilities of any particular position ...and not have 
to depend upon private industry to send their people into 
the government in time of peace.” 


During questioning of Secretary Weeks by the House 
3anking Committee, July 6, the point was made that a more 
thorough search for available specialists would turn up men 
willing to accept regular government employment and 
thereby avoid the conflicts of interest that may arise when 
industry-paid men are used. Rep. Reuss (D-Wis.), refer- 
ring to the 15 w.o.c.’s serving as division heads in B.D.S.A., 
asked Weeks: “Don’t you think .. . there are 15 competent, 
qualified men who could be recruited for these positions, and 
who would be happy to serve their country at $14,000 a year, 
at a time when 2,900,000 boys are about to be placed in the 
active [military] reserve?” 


Congress was not greatly impressed by arguments that 
career employees could duplicate the services rendered by 
experts now obtained from industry. In the legislation re- 
newing the Defense Production Act it included provisions 
which seemed to look in a contrary direction. At the urging 
of Director Arthur S. Flemming of the Office of Defense 
Mobilization, it authorized the establishment and training 
of a “nucleus executive reserve corps” of business and other 
experts who would fill government mobilization positions 
during national emergencies. 


Flemming had told a Senate Banking subcommittee, June 
20, that the “executive reservists” would be given short 
periods of training in government operations each year. 
Then, in the event of general mobilization, some of them 
would become regular government employees and others 
would serve as w.o.c.’s. Flemming said that O.D.M., under 
executive authority, already had been training some 50 
private individuals but he thought congressional endorse- 
ment of the program would make it more effective. 


Critics of the w.o.c. system have expressed misgivings on 
the executive reserve plan because, they maintain, it fore- 
shadows use of without-compensation employees on a per- 
manent rather than an emergency basis. Rep. Celler con- 
tended before the Senate Banking subcommittee that crea- 
tion of the reserve would “exacerbate the evil” of hiring 
w.o.c.’s. “If you have these reserves,” he said, ‘“‘you have 
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a blueprint... for influencing government action, especially 
on procurement and other important policy matters, when 
we have no real emergency, and for quite a distance in the 
future.” 


Proposed Solutions for Conflicts Dilemma 


CHANGES in U. S. law, federal personnel policy, and atti- 
tudes of the business community have been urged as solu- 
tions for the many problems involved in government use 
of businessmen. Calls are heard almost every year for re- 
vision of the conflict-of-interest statutes. Ross D. Davis, 
who made a special study of those laws, characterized them 
as “arbitrary, inconsistent, and difficult to construe.” He 
recommended that Congress revise the statutes “instead of 
peppering ... [them] with special exceptions.” 


Present conflict-of-interest requirements are said by some 
students of government to be so unreasonable that they 
hamper recruitment of personnel for specialized govern- 
ment jobs, a difficult enough task in any case. The Hoover 
Commission, in a report last February on Personnel and 
Civil Service, stated that requirements for disposal of per- 
sonal holdings constitute a “particular obstacle to attracting 
competent men.” The commission recommended a review of 
existing laws to determine whether their intent could be 
“better achieved by . .. more positive means which would 
encourage rather than discourage entry of competent men 
into public life.” 


On the other hand, an interim report by Sen. Kefauver’s 
Judiciary subcommittee last Aug. 22 stated that its Dixon- 
Yates investigation had raised questions as to the adequacy 
of the conflict-of-interest laws. The report recommended 
revision of the laws “‘to remove all doubt of successful prose- 
cution in cases involving consultants and dollar-a-year em- 
ployees who handle matters in which they have a direct or 
indirect interest.” 


Partly because of the restrictions that apply to w.o.c.’s, 
partly for other reasons, it is not always easy, “even for an 
administration that is pro-business in sentiment,” to get 


“Ross D. Davis, “The Federal Conflict-of-Interest Laws,"’ Columbia Law 
Review, June 1954, pp. 804, 912 
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business executives to come to Washington and work for the 
government.'* This is particularly true of industry men 
who lack independent means. 


Raising government salaries to the point at which they 
would approach the going rate in business is often recom- 
mended as a means of drawing experienced men from pri- 
vate life on a basis that would avoid ultimate conflicts of 
interest. Better pay might make it possible for some per- 
sons now willing or able to serve only if their private 
salaries are continued to accept regular government employ- 
ment. And narrowing the differences between public and 
private salaries might reduce the number of career execu- 
tives who leave Washington for higher-paying jobs in pri- 
vate industry. 


The Hoover Commission’s task force on personnel and 
civil service said the “most practical thing which can be 
done quickly” would be to lessen the gap between federal 
and private pay. Congress at its recent session did vote an 
average 7.5 per cent pay raise for the government’s classi- 
fied workers and the Senate passed an administration bill 
to increase salaries of cabinet members by $2,500 and the 
pay of 225 other high-ranking executives by amounts rang- 
ing from $1,000 to $5,000. The House postponed action on 
the latter measure until 1956. 


Secretary of Commerce Weeks testified before the Senate 
and House Banking committees last summer that in staffing 
industry divisions of B.D.S.A. he hired specially qualified 
men on a full-time, salaried basis whenever possible; only 
when such men were not available did he take on industry- 
paid personnel. An Interior Department official testified 
that industry-paid men are hard to get. Carroll D. Fentress, 
assistant director of the Office of Oil and Gas, told the House 
Banking Committee on July 8: ‘“‘You almost have to black- 
jack many of the executives to get them to come down... . 
We are not pestered by people trying to get in government 
to feather their nests.” 


ATTITUDES OF BUSINESS AND Top PUBLIC OFFICIALS 


Some persons believe the solution to the problem of get- 
ting and keeping good men lies in infusing businessmen 


“John McDonald, “The Businessman in Government,” Fortune, July 1954, p 
68. A 1954 survey of 107 executives in 20 major cities disclosed that 59 “would 
not or could not serve.” 
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with a greater sense of obligation to serve the government. 
Clarence Randall, an industrialist who headed the Presi- 
dent’s Commission on Foreign Economic Policy, told an 
audience of sales executives in mid-1954: “It is difficult to 
persuade a businessman to close his desk and serve his coun- 
try, and yet, why shouldn’t he? If it is right that we should 
draft boys to face artillery fire, why shouldn’t we draft boys 
to make the government work in peacetime?” *° 


When pressure is put on corporations to lend men for 
work in Washington as w.o.c.’s, they do not always send the 
best men available or men able to set aside attitudes to- 
ward group or private interests developed over long and suc- 
cessful business careers. As brought out in the Truman 
committee report in 1942, the opportunities for favoritism 
are abundant. And it is “probably impossible to enact into 
the criminal law a series of prohibitions which .. . will lay 
down a comprehensive code of ethical conduct” for either 
paid or unpaid government employees.?! 


As long as it is necessary to utilize the skills of outside 
experts, there is general agreement that leaders of the ad- 
ministration must supply the most important single in- 


gredient for solution of the conflict-of-interest dilemma. 
Their behavior in office sets the example for all who work 
under them. If high ethical standards are to be maintained 
throughout the federal establishment, top officials must 
themselves hold to such standards and must deal promptly 
with questionable conduct by others whenever or where- 
ever discovered. 


™ Quoted by John McDonald, op. cit., p. 69. McDonald wrote that the resigna- 
tion of businessmen from government during the first year of the Elsenhower 
administration testified to the fact that some of them had “no real interest 
in government as a career, but having backed Eisenhower's election as a cause, 
felt duty bound to serve in his administration for a time.” 


"™ Ross D. Davis, op. cit., p. 895. Davis noted that attempts by government 
legal experts during the 82nd Congress to draft a law to outlaw “influence 
peddling” failed because that activity was “too elusive... to spear with 
statutory language.” 
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